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^ Abstrac? 

. \ - I . The National Associatiop^n^f College and Uriiversity 

*~^usinjess Officers has taken major strides toward meeting the 
re^ponsibii'l^^^^^ for establishing accounting and public reporting 
stWdards wf*hin the field of higher- education. Tlie n^ed for 
rimpfovementl|in the reporting procedures has been generally agreed on. 
t-t is» imper^-tive that revisipnTof the manual for. financial teports 
and an audifj guide seek common ground , . and to this end the author has 
suggested s<^m^e significant areas of controversy for discussion. ' The 
first area die^als with the nonprofit nature of. educational 
, institutionsfi they cannot be viewed in terms of profit an^ loi^s, 
since they aire primariry iii the business o£ spending moiiey as wisely 
and pr;Dducti!|rely as possible. Secondly/ college? ani;univer3itie 
generally apbtoach financial management as an integrated f unctionV - 
dealing with-^he resoutces and needs^of the total institution over a 
period of tijn^. A third controversial topic deal^ with the setting 
aside of* funds! to meet anticipated needs and /the ..alternative methods 
of disclosing these re:stricted and unrestricted funds. The. prime ' 
vehicle yxor disclosure suggested is a separate fuhds statement tow ^ 
accompany a subsidiary operating statement . :(JMF) 
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Serious \york is agjiih-under Way^to \hv\^^^f^bllege^an^lVxX\vl'rs\t'^ Eusm^ Admmhira' 
diofi (American Council on Educaiibn: ly^^^'ised' Editibn,^^^ volurhe recognized .asy 

dominantly authoritative in it;^ fie id. Ne^tl^d tol^uideT^vision of the accounting portic 
f of this manual is the assurancle of broa^l|(b3sed agi*ben{em on certain issues, This papier, 
expressing an individiial viowpQ^nt, iM^iterjded t5%timi^^^ discussion of sever^i 'f^da- 
mental aspects of financial di^^losu^an^^^ 

That external financial/4ep^ting|^^ be/fmoroved will 

• surely be^oncecfed by ml'v^o u^^the^ td^ccbmplish 
improvement is a more cQnt?:ovOTsia)<is^u'e^ Institut^CorCertified Public 

Accountants (AICPA; rd^ntly iapp(^^^^ to prepare 3n ^dit guide for 

colleges and universiti^, a am V^hij^h^^ jnonA'O'ting advisory 

members from ^hey^P^m^ and Univ^rsuy/Dusiness 6fficers. 



NOTE: The fifiai, 
staff of the in.^ti 
. is reviewed^)) 
ing princip^s0ine m 
sity Biisineis. 'Mmi 
and reporti^Ms mdljifn^' 
education /:Wiij> Pumica. 



ifia^MdlstM is[\mepared by4he financial 

Hitjiffton aw^^ onMke mstitiitionfi/Mesources. Thl' ataiement 

iijuj^'j^en^fyi Jpr comofrixarice wit\i geriemlly accepted accoiint^ 
/o rlt h is piirpbse I bdate Ims- j^ee m Co 1 1 eg^ a nd U n i ver^ 



'gjL>(5|1, rlfcogrjiied ^'s. tl\e author it(^iiye statement 6n accounting 



ojhef bksin.ehlntan^'^em in . the field oj higher 

fioh p^esj^huly is ilnkffrfffinsion m^ a NACVBO committee 
;l ij/ / ////// •* . • 

rogrdm^ib prfiv (umiA rix^iiUah fofvarioids induHtjies, the American 



Now, as iffhf its ^ . 

fnstitut'e bf ^n^ ffMlfapt^m hhs ?/(pW'd i cQhimittee of OPA's to lurite such 
a m ann^iffhr • ^'^7' ^' rm*?idat io ns of tills cpm m ittre ca n he 

,...i.^JJt l^f — 'Worcm^ Bq£rd for public cllsclosure, evaluation, 



fy learn 



ft!he mct^^imtinw ^^m^d for public (f jSi 

ieniiiljpqu offi^cial adtiptlfm'hiH AIQPA martiiA 



cor 



intended to be- 



%e staifm^ i^him professional audit the financial 

s\afep^pp ts <^jM^^ H}:^' ' W ns frjom stctnd (/rd won Id r^qii ire d&cla iming excep t io i}S in, 
thf^^iitor^^t,(er^ " ' ' > ■■ ■ y 

^'4ffk ediiMlipij^l ^^m^ oenpovp ^ ^. _ , 

^0nre; ilhetfilf trxlstees^,j^^^ of hig0r educatiofi to become in- 

jj fl^fpxed olftheKiubjM Tihis plipeT bh MV- cM^^xorel chairman of NACUBQ\s committee 
■ jexnsdc Vkwrn^^ of two NACV^O nd^' 

] xnsa ry mem b r rs fp ' t hi" A ! (.If A cpmrnittee on col U'ge <ipd ;u p ixfers ity a ceo u n ting a n d 
/ludHifffg,. is designed fo illmminajte til/ basic issru's^at. stdke: 



Sjht^er'^d fn^^^^ /h^AJ-CJ^A.corimxittffe may fnove unacceptable 
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ThhxNeed to Seek 
^ Cdmft^on Ground' 




Early indications are that theeommittee is approaching its task'with "vigor and imagina- 
ti6n. Repfesentatives of the accountmg profession coqtributed to* the worl;c of the 1968 
and earlier revisions of CUBA, and because the crffort of the hew AICPA conjrhittee assures 
an active dialogue,.the work of revision of CUBA certainly will be strengthened and en- 
riched. Should.importam differences, arise, as now seems likely, a wide ancj^thorotigh 
airing of the issues a^nd the contrasting rationales becomes especially important. v 

ll is imperative that revision of the manual and the developimeht'oT audit guiSe s^ek . 
common ground. Both must recognize that financial statements are the report^ of map- 
agement to its constituents^and the public, and -that, consequently, maliagerrtent bfeats 
the primary responsibility for improving reporting standards in published finaricial 
reports. y ' ^ * • 

The National' Association of College and Univer^ity^ Business Officers has taken mafor 
strides in {he past— and with consicierable success—tblvard meeting the responsibility for 
establishing accounting and public reporting standards wi^thin the field of higher edu- 
cation. This must continue. • * 



P1ROGRESS TO DATE 

In 1922 and 1931 little books' of sample'financial statements for colleges and universi- 
ties were ptibl'kh^d to br\ng some degree of order out of confusion. Small collegey Vvere 
accoumin^nd reporting on thejr financial affairs in a wide variety of \\;ays. Some state- 
ments sovmi^d current operations with endowment and pliht transactions that it was. 
impossibfc^^ nonexpendable fi\nds, let alone their retention, or, determine the 
_/ extent tOA^ch^noneducational activities were bting suppoKed.by educational incpfne, 
whethci/by latent or accident. The system of fund groupJ^ the little^books illustrated 
atf&n for today's College and Universit'f Business Administration and is 
uniTOTsally acce'btec 

There^axjie, in the year^immediately following, a series of monographs on various topica 
of inter.estte^o^ege^dIT^^ Then the 1955 and 1968 editions ol CUBA brought a 

siu*ptisingdegree>f^ifo^ to financial statements across the country, especially to ^ 
the reports of small coRege^ One may cpmplai(i tl^atUlie d^ta from one college are not 
comparable to data frorp^omer because the organlz^tfional structures, budget categories,, 
and operating pmcedures are\so varied that exp^ri(^ture» classifications have different 
meanings apdifferent institution*. However, balance sheets and their contents seem to 
have ixj&ifiy ligh degree of Qpimarability. Over^li,' it can be said that standards and' 
ines— ilniversally followed V not— do exist for accounting and repotting amorifg 
iristitutions of higher education. 

Evien tiioiigh some of our leading msYkutions fail to adopt all of them int^ict,^standards 
nev6Hheless are recognized. When an outside auditor completes his annual examination 
and pr^Jxires the opinion lifter, he presently feels obliged to inclu4e exceptions if the 
institution varies from the ^tandjjrds $ct oiit in CUBA, and the^overnment, represcmcd 
" by the U.S. Office of Education, certainly accepts these standards for its questionnaires., 
' However, cory^pts which were.acceptAble to the majority of .institutions represented on 
the 1968 Revfeion Committee will be/subjdct to eVolution because the factors of change 
and obsolescence are in4eed present/ This evolution now receives added irppetus tmni 
public accountants. ^' /' . \ \ 

The National Association recogni/ed the constant pressure for c'hanj^fi. when, promptly 
after publication in 1968, a cbmm/ttec was appointed to revise CUBA. Tl\is committee jis 
proceeding toward publication x5^f a series of loose-leaf «biilletins to revise chapters ii% the , 
"existing book, hoping in this^ay to correct the most vulnerable portions first. Various 
professional groups affiliated with NACUBO are working on the chapters describing 




'AiJUMi . Trevor: Cnlle^e aud ['nivrnity Finance, New Votk: General Educaiioii BonrtI, 1922; Report of 
the Nn(io)utl Committee nu Standard Reports Jor Institutions- of Ih^Uer Edurattnn.^Uj^ Morey. Chair- 
man,^ Champaign. Illinois; FlaniKan-Pcarsoii Cfimpany. liVil. 
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Gilrnore\/ 'Accountings 




Robert B. €ilmore, Caltech\s Vice Pr{*sidCnt for Btisiriess and Finance 
since 1062, is amitive af Joxva-, a graduate of V.CX.A., a CPA in loxvq 
and California, Mnd a professional whose career has encompas<^ed an 
exceptionally tvitie range of activities' and sen'ices. After early (^xperjj 
ence'as a Hnskins 6- Sells staff accountant, Mr. Ctilmdrewent'to Caltech 
in lO^S as Manager of Accoifntin^^fficVs, the?! served n^s Assistant 
Comptroller, J9i2'I9'>8, and Comptroller,. 1 0'yS-IM2, before, bcirxg 
named t^ Jiis, present position, fje is J fnenlber of AjGP/^ and of the* 
California Society of C^/l 's. hie is a former Presicfpifof WACUBO and 
a former member of NA'CVBO's Committee on Goverunvental Rela- 
tioyis. He toas a nrembe^r of the Editorial S^ihfommittee fdr the I%8 re- 
xfi.%ion 0/ College and Uqivers^ily; Business^^dminisfrytion,' experience 
*which admirably equips him for the respoiisifiilities he noxu carries in 
relation to revision of CUBA,/mrf adx'isory associations xvitJi A1>CPA. 

■ / ' • — — » ^ 



Letters of Comment 
fnvited by NACVBO 



Expenditures 
Ex'idence^ 
the Prod<ucts vf 
Higher Education 



their^spective activities. On the more Icpntrover^ial accounting principl^es and practices 
port^cOns, papers are beingwritten to ^timulau? wider discussion of the issues involved. 
The revision commi^tfee Has recommended thai anyone with criticisms or suggestions 
write a letter to the NACUBO office, hddressgd to'^Mr. D.^Fr Finn, Executive Vice Presi- 
dent. If, a paper for publication is appropriate, the national office is prepared to pffer 
. assistance, irKrluding nai^ionaPdistribution to those interested; and t6 servo as clearing 
house f6r feedback! I *. • » 

At this point we should establish ^ frame of reference for the rccommcn^lations that 
\ follow by discussion of (1) conccplii related to nonprofit objectives, (2) the integrated 
apjproach used in planning and financing future activities, and (3) the.ongoing finan- 
cial implications of the activities of fnstitulions of Higher education. These (actors sho^ild 
all be reflected by financial reporting. 

FJRST^, TllV. NdNPROFIT NATURE QF EDUCATIONAL INSTITUTIONS- 

A fair mt^^si-ire of ''net earnings pur share" is the end-prodfuct of^industrial accounting 
principles arul most publit ac/:otinting practice. Accountants havt* been educated for 
industrial or tommercial enterprise, and if fund accounting* for nonprofit institrution^ 
' >vas sividicd at all, ii, was looked upon as an interesting variation. As a result, account- 
ants. Uie author included, have a bias, even a compulsion, to'determine 'the univ^'rsity 
profit or loss each year. Is the concept of net gain or loss really applicable to a college 
or university? ' * / i " ' 

In industrial at ( ountii\g, one begins with the main lunction of thefir^m, sales of the protl- 



iirt of the entity, and determhies tl 
sales during the year under consi 
rcflleges and uni^^crsities arC prim 



e costs which logically can'be related to the particular 
Jeration. The difference is profit^^or loss. In contrast, 
irily.in the business of spending mopey.as'\visely ^nd 
pnxUu tively^as possible.'The.y arc nonprofit entities, striving to give the most in instruc- 
tion a|id research for each dollar available. Revenues must be related to the particular 
prodluct during the year. However, when their activities are repbrted in the traditional 
statement ©rcurrent funds revenues and expenditures, the bottom figure cannot help but 
be inte/prefed a^ l^ie year's profit loss— profits evidencing wealth and losses indicating 
living/i)cyond one's means. 7lie statement format invites a snap conclusion—an instant, 
simpUstic judgment. In many cases the snap conclusion is valid; in otluT cases the rei-yJer 
. c)f pic staternent draws an erroneous conclusion. TJiis problem is pursued elsewhere in 
^ fl)|s paper/ ' . 

/ if hcre i.s cvidrnceof favor among*some pirblic accountants for an allHiiit lusive statement 
//of ( urrem funds^rK'enues, expenditures, transfers, allocatioiis and balances, 'i his statt*- 
/ i ment would itu hide as curreni reVenucs till unrestricted receipts for the year, regardless 
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of aify requirement or intcntiori ihat they be spenTji Tratisfers of* current funds to othier 

- " *fun(j*gix)ups would appear below the. augmented **net. income*' fijajre. The so-called 

.|5»hei^nati\e method (discussed further below) Jby \yhich unrestricted gifts may Be airried . . - 

I • forward if^noi used, rather than considered revenue of the current year, would be aboljsh- 

" ed. The niotiye appa'rently is the design of a fool-proormethod which to^ determine the ^ 

^ exieni to which an instituiion is currently expending all unrestricted cash inflow. Such 

. a siatemeni isolates ctirrent funds changes from changes in odier funds and precluUes.a 

V . • " . consolidated funds siai^'ment. This, concept results from* a preoccupation with /'net 

earnings'* in the commercial accounting sense. There aVe ways jo improve disclqsujre 

withcHU fnigmenting the siatemont of changes in fund balances. * 

* . • ' , 'I 

. . ^ - V ^ • . ' '* • 

- SECOND, THE JNTEGRATIlD APPROACH 

\, Universities, in spite of. their diversity and internal decentralization, in rrvost cases ap- 

. _ proach financial management as im integrated function, dealing with th<? resources and k 

Major Tjishs Demand needs of the total institution. Thc,planning for the long lerm and* for^ the next year's 
!ni(^^raied l^larniirifr^ budget considers' bihlding Expansion and rehabiUtaliom student. support, and endow-, 
' •* . ment strategy to provide ongoing support for faculty tertufc obligations, -not just^the 

annual cash flow in and out -for strictly operating purposes. 

The higU priority objectives, ba^ed on academic goals, Can only be implemented ail 

' ^ • integrated, insthuiion-wide program* ,The total expected inflow of funds for the iiiext . 

^ several years is esl^iinated and considered together with usable funds pn*hahd. Together 

• these form the ba'sis for establishijig.an integrated plan for the outlay of certain furtds, 

' ' sonuu'xistingand some anticipated, somp unrestriwcd,. but thejmajor portion limited in * 

* ' some dcgfee for endowment, plan tj or loan fund use. Current funds revenues and ekpen- » 

dijures, whMe impbriant, arc only part of the yecw's financial operations. Our financial 

reponin*ft>f resfjurces and ilieir management should be, on the basis of thc*-whQle in.stitu^ - j, 

, tion, too. Again, total emphasi;^ upon "net operaunj^;Vesulls**'can defeat an adequate 

. ' - disc losuh'. ' ^ . 

1^' J - ^ ' » ^ 

. 'ri IIRD, .SKTr iNG FUNDS ASIDK TO M.EET ANTICIPATED. NETEDS 

Anoiher ionic on whjch we find controversy and qifestioris with 4"espect lo rfy:)9rting is 
^ ihe maiicvr m ih«LiK counting ireatment df gifi Tunds under internal decision defining ii]C 

X use more*narjro\\My than tbc terms of the gift. When considl^ring th'e problems of gijt re- 
poriing, one ^Tiiist be awafenhat tfie dividing line between unresiricled and restricted 
. gifis is ha/y, especially as to extraordinary foundation grants or lj(equcsts which by im-* ^ 
|>li(*aiic)ii are d^siined for capital use rather than support of curr(*nt operations. The jIo- 
(alled {'alternate method/' discussed below, offers disclosuiv rfjuch preferable to defining 
exiraordinary broad grants as "restricted.'* ' . • ' - i 

T t ■' * ^ • 

R 7^7r ' • ' J**^**^ industry accounianis assumcahe business is a going concern, in higher educa- 

le.s fixed c oinmiimenis inio the fuiiire for tehured faculty and ongoing prognims are 

i'^^!'^ rec ogni/ed and funds are-husbanded for gradual use on the future years* expenditures. To 

'I /•//• Or-' t ^^^^ tnandaif, for iilj^ i^siiunions under all cy-cumsunnccs, that the full amounts of biwul, 

/ 7i( s pern mm ^ . x\y,\]in grams inuuediaiwly be dniwh down to zero as op(*rating revenues, run^)Uiue^ to 

, ' sound nianagemeui and to fair siewardship reporting. Financial reporting t-an be more 
in nine wiih ihe going concern and the prospect of aMong'and productive life. 

The donor of an unrestricted gift, ini^iving the trustees complete discretion as to use, 
no doubi recognized that a capitaf-type use was possible, even likely if die gift was a 
bequest or a memorial contribution. * To assume thatVill unrestricted gifts are, per^ ' 
se, for currunt purposes is unrealistic. Furtherr the funds set aside for fuijire, speciific 
use are noi necessarily unrestricted gifts and bequests; they raay l\avc bej^rr restricted- 
^ by ihe donor within a broad field. 



J 



This iniernal designaiion procedure is sound financially, , and, is compleiel/>wjduh 
the powers of ihe t^^uslees, but the rcjsults need di.sclosure. 0;ily in the 1968. rcvi^sion 
y of CUBA was disc losure first discu.s.sed, even though ."desiij^ated funds" have been 
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..ifli us through the years, well mingled with restricted funds. ^ When a^'substantial 
.b^jqucst became the good fortune of ii'n.instrtutjon, it very likely appeared as an add i- 
tic>n.4o^la|it or endowment funds. '*Trans(i?rs'V also occurred. While institutions 
supposwHy were, reporting all unrestricted revenues in the year of receipt, the large 
^ifts wet^eM^ypassing the operating statement and defied detection on any report.' Any 
pu^^lic accoynlarit might have founjl a basis fdr challenging-such treatment -of-ctii-mi'^ 
restricted^ bequest. I J^ave the impression that the public accounting profession was 
lookinj2jthe other way, just as were college pccountants. ' ^ 

The 1968 revision undertakes to regularize reporting of unrestricted gifts by mandating 
cither the stand;ard method or the alternate method. If the institulion'elects not to show 
hU unrestricted gifts on the Operating Statement (standard method), it can elect the 
ajternrtte method and disclose the total of such gifts on the Funds. Statement, then show 
transfers from Cui^rent Funds Unrestricted to other funcl groups, and to current reve- 
nues as gifts applied. Note: The remaining funds are. still in evidence as unspent 
balances — nothing is hidden! ^ - ' 

•T'he indications referred to earlier, that some public accotintants wish to abolish the al- 
irhiativl' method of reporting unrestricted gifts, have profound implications. Instit\itions 
would be required to report as income in the year received all Unrestricted funds which 
die governing board decides to allocate to quasi-endowment, plant, loan funds, or for 
sptrific;^ expenditure at a later date. Furthermore, there are indications that any subse- 
quent realized gain and invostrnent income earned thereon after allocation would be re- 
quired to be reported as unrestricted revenue in the year earned. The practical implica- 
' dons alone are staggering. Traditionally, these funds which were designated for a specific 
puqjose have been accounted for rn the same >nanner as similar restricted funds which 
were established by outside donors, and usually with gains and income earned on invested 
balances addttl to those fund balances. A brief examination oflheTTatiireof a yfund" may 
explain the concept from which this practice follows. ^ 

university has no owners; instead, the b^sic unit^fmterest which incurs liabilities, 
manages assets, and carries on operations, is ijje^fund." As defined by die National 
Committee on Governmental Accounting, ajEtnid is a\"sum of money or other resources 
segregated fpr the purposes of carrying^n specific activities or 'obtaining certain 
objectives in accordance with spedal regulations, restrictions, . and limitations." 
Each fund is accounted for separatel^\using double entry bookkeeping, and is capable 
of having drawn off for it an operating^iotement, fund statement^ and balance sheet 
for each fiscal period — even tlt^lJigh this is seldom done. The university records also* 
permit the cumulation of totals of the various categories of like assets, liabilities, 
income and expense for each fund group and for the consolidated funds of the univer- 
sity ^as a whole. However, the fund in all its various components — income, capital 
gains^ and principa^l — stays a cohesive entity directed toward specific goals. As the 
gouls are attained, ihh fuijds are reported as applied. Otherwise, how is perfprmance 
of the specific function to be assured? 

It must be remembered that an internally designated fund is capable at any time of 
being diverted liy the trustees to some^^her purpose, making 'the principal different 
in that respect irpp the truly restricted mnd, and this potential must be disclosed. In 
bringing to light' the existence of designated (imds, the 1968 revision of CUBA rec- 
ognized that designj3i\ion does take place and must^be disclosed, bUl left jjnsaid the 
basic premise thai subsequent accounting and financial treatment would remain 
similar to that of restricted funds. « Understanding and practice of this premise are 
essential to their propei" function. 

* f ■ • • ^ 

THE FUNDS STATEMENT - PRIME VEHICLE FQR DISCLOSURE * 

To assure better disclosure of financial npTahagement, the obvioiis recommendation is 
acceptance of the funds statement and the balance sheet as the two prhnary financial 
statements. In the 1968 revision, the funds statement was elevated to the status of a 
primary statement along with "the balancl?' sheet and toe operating statement. For the 
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/ ' future, it appears that. disclpsurc of the. financial! position and gf ihie financial charfgOs* 

of an instftulion will become' clearer with two primary statements^ rather than three-. 
• The funds statements would reflea tptal current expenditures and total additions to 

current funds jn some deialK e.g^. tuition received, unrestricted gifts, endowment 
. - income earned; *ind Otlier unrestrict6<l.supporl formerly considered "revenue" as distinct 
from "funds/' Maintaining that distinction hardly seems pssentialN^hisr-expansiotr-- 
Fjxrtds Siatemenf. would cause the operating statement to becomp a mar^piatory but subsidiary statement , 
In Primary Staixts iq iX^q funds statement, giving j| more detailed breakdown of the total expenditure^ 

figure and a.iporc detailcxl showing of which funcisvwere applied to cover expencjitures. 

• ^ - ~- , . . ■ . ^ • * , ^ 

k subsidiary operating statement concx?nU«ting on expenditures is consistent with 

src c 
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the concept' thai expenditures are the basrc objective for these nonprofit irwiitutions, 
and that the matchhig or application of '"income"' follows. The matching direction 
is-the reverse of industrial accounting. $trong medicine such as this i.s necessary and 
desirable in order to de-emphasize the syndrome described previously — <lie preoccu- 
pation with net earnings or, call it if voU will, the net results from operations. An 
analysis of the/net increases of funds in eachtund group and in totitflor the institu- 
tion will be m pre m eaningful. This is the overall view ot the institutioM which trustees* 
and the general public should be encouraged to take. ' 

Furtlier,' in coJisrdering the prknary staternents, the columnar, totaled balance sheet 
and funds-statemtm should be encouraged. These statements, with *a column for 
each fund group or major subgroup and a total column, offer an effective means of 
presenting a fair and understandable picture of* the resources of the university and 
the changes during the year. This bringing together in one statement of data for all 
^fuVid groups reflects the integrated financial managemfipt for the institution ,as a 
'whole. _ ' • ^ ^ ^ « 

This is not the place to de^l specifically with'designoTa subsidiary operating statement 
as it relates io the fbnds statement. Howevcr,^it must be. determined^hedier a zero 
balance is mandatory or optional, and under what conditions. If o|btipnal,\^omc re- 
quirimenls as to uniformity oi^ treatment from year to year also would bo neededf ' 
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Another general areS of controversy and concern -is the matter of interfund jSnd mtra- 
fund transfers, allocations and die like. The 1968 revision undertbolc t;/^set forth 
guidelines and some limitations on the presentation of various types of traasfersr in 
the statements* Those provisions in, the 1968 CUBA need careful study, taking into 
account the problems v^iich are now l)ecoming visible such as expenditure of capital 
gains on.inTested funds^and use of stabiHzation reserves, for averaging endowment in- ' J* 

comes over several yvars. Unquestionably iurdicr changes vyilnbe neecfcfd in diis area. 
There is a strong inter-relationship between guidelines /for q^ansfcfS and allocations 
on the one hand, and the concept for die operating and funds statements. It may be 
expected that if tliefunds statement becomes doijiinant aTRtJre-rerammenaed, all trans- 
fers wijU^be reported on it, whtre both'sides of the transaction f^rc visible and^the effect 
on each filnd group can be determinc'd. 

Ituthe design and preparation of the statement of cliang^^ iniund balances] we must 
fintl ways to discourage ahd avoid die netting or offsetting ortransfers between funds. 
The statement ol changcySn-fundJ^alancj^whicli gi:0sscs die transfer^ bcHw^^^ funds 
may be less streamlined, but it will .be responsive to proper standards pf'ade^iuate dis- 
closure to the pub'fic. 

In coficlusion, the choice dien as to direction for^bettcr financial disclosure by colleges 
and universities is betvveefi expansion of the plirrent funds. statement of revenues* and 
expenditures and a more complete funds statement. It is the writer's belief that die 
funds statement is the better vehicle. It offers the- poteutiidjor better reflection^of the 
financial management as if actually took jilace,' for better understaTTding of tlie educa- 
uonal operauon on die part of trustees and the general public, and for complete finan- 
cial disclosure — the wm)le institution and all its resources: 

Let us alsoMake a broader view of financial management for higher education as we 
proceed to revise College arfd Ur^iversity Btisirtess Administration. LeX us remind 
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ourselves that/ af) becomes annm^rtant institution of AnieriGan society, janiversities 
arc ongoing and progressing. There is every intention on the part of governi^ig boards / 
and staff to fullill responsibilities and commitments for instruction, re/earch and 
public service foi* years to come, ll is essential that financial management for higher 
education, on an annual basis consider and wei|;h future needs alqpgside those of the 
day. Not all institdti^s will man'age injtlVe same manner nor with the same (\m'phasis. 
JbuL ihhl is ihe prerogative of each. The recommendations to encourage reporiing^- 

* according to published standards must allow sufficient flexibility to accommodate di- 
ve^sity, and be free of bias or pressure toward emphasis on either today or tomorrow. 
At the saiVie time they must insure that financial management and resources are fully 

* disclosed. Let us face up to ihe conflicting pfiessur^'s from o,ur educationaj constituents 
on all sides, re-examine our accounting cbncepts of theory, principles, cknd standards, 

. and deliberately seek new insights and ways to operate.- 



PROl'ESSiOhlAl. F!LE is a NACVBO publication series, devel- 
oped to stimulate professional communication, in which are pre- 
sented articles believed to be of interest and value to collet^rand 
unix'crsity business officers. Articles are recommended for pub- 
lication after careful rrtneu) by NACVBO representatives who are, 
in the judfrment of the Publications Committee, comfx^tent to 
(assess professional values. Views and infornUition cont({ined 
in the^ articles are (he resf)(}nsibility of the authors, and their 
publication does not signify unqualificci acceptance by NACVBO 
or by its conjmittees. 
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